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ABSTRACT 



This report presents results of a study of college tuition 
increases and what schools are doing to keep down costs. The study data 
included the years 1989-90 through 1995-96 and included community colleges 
and four-year public and private colleges and universities. The study 
involved use of multiple regression techniques, interviews with school 
officials and experts on college finance and policy, and a review of 
published research. Findings indicated that tuition has risen faster (30 
percent) at both four- and two-year public institutions than at four-year 
private schools (17 percent) in the past 5 years, although dollar increases 
were substantially higher at private institutions. At both four-year public 
and private schools, the size of tuition increases was statistically related 
to such financial variables as schools' revenue from grants, contracts, and 
gifts; changes in government appropriations for public schools; and changes 
in schools' costs. A variety of cost-cutting strategies were identified, such 
as eliminating degree programs or academic departments, increasing class 
size, streamlining administrative operations, and privatizing such operations 
as bookstores and food service. Five appendices provide additional detail on 
the study's methodology, findings, and examples of cost-cutting efforts. Also 
appended are comments from the Department of Education. (DB) 
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United States 

General Accounting Office 

Washington, D.C. 20548 



GAO 



Health, Education, and 
Human Services Division 

B-279220 

September 30, 1998 

The Honorable Charles E. Schumer 
House of Representatives 

Dear Mr. Schumer 

The rising cost of tuition at the nation’s colleges and universities has been 
a topic of considerable attention. Over the past two decades, tuition 
increases have substantially outstripped rises in median family income and 
the cost of living. In our study on tuition increases (including related fees) 
at 4-year public colleges and universities from school year 1980-81 through 
1994-95, we found that the two major factors associated with these 
increases were the rise in schools’ expenditures and schools’ need to 
increase tuition revenue to make up for smaller increases in state 
appropriations. 1 A subsequent study by the National Commission on the 
Cost of Higher Education covering fiscal years 1987 through 1996 had 
similar findings and made a number of recommendations on the actions 
that could be taken such as strengthening institutional cost control to keep 
college affordable for anyone wishing to obtain a postsecondary 
education. 2 

You asked us to provide information about various issues regarding 
college tuition increases and what schools have done to keep down their 
costs. More specifically, you asked that we address the following four 
questions: 

• To what extent have tuition increases varied by type and size of school? 

• To what extent is there a statistical relationship between increases in 
tuition and other factors such as cost increases at the schools? 

• To what extent have tuition increases at 4-year schools affected tuition at 
community colleges? 

• What are some examples of strategies that schools have employed to 
reduce their own costs? 



‘Higher Education: Tuition Increasing Faster Than Household Income and Public Colleges’ Costs 
(GAO/HEHS-96-154, Aug. 15, 1996). 

National Commission on the Cost of Higher Education, Straight Talk About College Costs & Prices 
(Phoenix, Ariz.: Oryx Press, 1998). 
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Our information covers community colleges and 4-year public and private 
colleges and universities. 3 The data we used are from the Department of 
Education and cover the most recent 5-year period available. 4 The tuition 
and related fee figures (which we refer to simply as “tuition”) we use 
reflect schools’ full prices that have not been adjusted for discounts or 
other forms of student financial aid. We conducted a statistical analysis 
using multiple regression techniques to determine the factors associated 
with variations in tuition increases. 5 In addition to analyzing the data, we 
interviewed various school officials and experts knowledgeable about 
college finance and policy issues, and we reviewed published research. 
Appendix I describes our scope and methodology in further detail. 



Results in Brief 



On a percentage basis, tuition has risen faster at both 4- and 2-year public 
colleges and universities than at 4-year private schools — 30 percent versus 
17 percent in the past 5 years. 6 However, 4-year private schools, which had 
much higher tuitions to begin with, had dollar increases that were 
greater — $1,763 at 4-year private schools versus $670 at 4-year public 
schools and $288 at community colleges. The relative size of a school, 
whether public or private, appeared to have no relationship to the rate of 
increase. Large schools tend to have higher tuitions than small schools, 
and therefore, although the increase was greater in dollar terms at large 
schools, the percentage increases were about the same. 

At both 4-year public and private schools, our analysis showed that the 
size of tuition increases was statistically related to a variety of other 
financial variables such as schools’ revenues from grants, contracts, and 
gifts; for public schools, changes in government appropriations for higher 
education; and changes in schools’ costs of providing education including 
noninstructional costs. For example, 4-year public schools that 
experienced larger reductions in government appropriations tended to 
have larger tuition increases. Likewise, schools that experienced greater 



3 We excluded 2-year private schools from this analysis because they constitute a very small segment of 
the total postsecondary education community. 

4 For our analysis of variation by type and size of school, this period was school years 1990-91 to 
1995-96; for our analysis of the relationship between tuition and other factors, which required 
somewhat more detailed information than was available for 1995-96, the period began 1 year earlier, in 
1989-90, and ended with 1994-95. 

^ese methods did not identify the causes of tuition increases; they identify characteristics of schools 
with larger or smaller tuition increases. 

6 These percentages are based on acUusting all dollar amounts to 1995 dollars to account for inflation. 
All dollar amounts shown in this report are adjusted to the last year of the 5-year period analyzed. 
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losses in grant revenues or greater increases in operating costs also tended 
to contribute to increase tuitions more than those schools that did not 
have these experiences. 

Tuition increases at community colleges have closely paralleled increases 
at 4-year public schools in recent years. However, there is little evidence 
that tuition increases at community colleges have been caused by 
increases at 4-year schools, according to officials and researchers we 
contacted and the literature we reviewed. Instead, the increases at both 
4-year public schools and community colleges are similar either because 
they are set legislatively or administratively on a statewide basis or 
because the tuition-setting entities consider the same kinds of factors such 
as the Consumer Price Index (cpi) or state funding levels when deciding on 
tuition increases for both kinds of schools. 

States, consortiums of schools, and individual colleges and universities 
have all taken steps to cut schools’ operating costs in recent years. In our 
review of published reports and discussions with education officials, a 
variety of cost-cutting strategies surfaced, such as eliminating degree 
programs or academic departments, increasing class sizes, streamlining 
administrative operations, and privatizing operations like bookstores and 
food service operations. While these actions serve to reduce schools’ own 
costs, they may not necessarily result in lower tuition for students because 
schools’ costs may be only one of several factors considered when 
tuition-setting decisions are made. 


Background 


During the 5-year period from school years 1990-91 through 1995-96, the 
average tuition for a full-time resident undergraduate student rose 

43.8 percent, compared with an increase of 15.4 percent in cpi and 

13.8 percent in median household income in current dollars (dollars that 
are not adjusted for inflation). (See fig. 1.) This difference continued a 
pattern that has been apparent for a much longer period. From school year 
1980-81 through 1994-95, for example, the average tuition for a resident 
undergraduate to attend school increased by about 234 percent. During 

-approximately the same period, the cost of living rose 74 percent and 
median household income rose 82 percent. 
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Figure 1: Cumulative Percentage Increases in Tuition, Median Household Income, and Consumer Prices, School Years 
1990-91 Through 1995-96 




Note: This comparison was made using data that are in dollars not adjusted for inflation. 

Sources: Tuition and fee data are from the Department of Education; median household income 
data are from the U.S. Census Bureau; and consumer price data are from the Bureau of Labor 
Statistics. 

The topic of college affordability has become an issue of growing concern 
not only for students and their parents but also for both the state and 
federal governments. Congressional committees have held a number of 
hearings on this issue and, in 1997, the Congress established the National 
Commission on the Cost of Higher Education to conduct a comprehensive 
review of college costs and prices. In its final report, issued in 
January 1998, the Commission stated that its members were convinced 
that if colleges and universities did not take steps to reduce their costs, 
federal and state policy makers would intervene and take up the task for 
them. 
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Tuition Increases 
Varied by Type and 
Size of School 



During the most recent 5-year period (school years 1990-91 through 
1995-96), the rise in tuition was highest in percentage terms at public 
schools and highest in dollar terms at private schools. Tuition at public 
2-year and 4-year schools rose 30 and 31 percent, respectively, compared 
with 17 percent at private 4-year schools. Private 4-year school tuition, 
which is generally much higher, had greater dollar increases — $1,763 
compared with $670 and $288 for public 4-year and 2-year schools, 
respectively (see table 1). 



Table 1 : Comparison of Average 
Undergraduate In-State Tuition and 
Fee Increases by Type of School, 
School Years 1990-91 and 1995-96 



Average tuition 

Average tuition 8 increase 



Type of school 


1990-91 


1995-96 


Amount 8 


Percent 


4-year private 


$10,480 


$12,243 


$1,763 


17% 


4-year public 


2,178 


2,848 


670 


31 


2-year public 


951 


1,239 


288 


30 



"Dollar amounts are in constant 1995-96 dollars. 



A school’s size did not appear to have a substantial effect on the 
percentage increase in tuition. To determine the degree to which tuition 
increases were related to a school’s size, we divided each type of school 
into quartiles according to fall 1995-96 enrollment levels. We did this for 
each type of school — public 2-year and 4-year and private 4-year. For each 
type of school, comparisons across the four quartiles showed that the 
percentage increases in tuition were about the same. 

Although tuition rose at about the same percentage increase across the 
different sizes of schools, size did have some bearing on the dollar amount 
of the increases. For all kinds of schools, tuition tends to be somewhat 
higher at schools with higher enrollments. Even though the percentage 
increase was generally about the same, larger schools saw higher dollar 
increases (see table 2). 



Table 2: Tuition Increases, by Type 
and Size of School, School Years 
1990-91 and 1995-96 


Enrollment quartile (1 being the 
largest) 


Amount of tuition increase 
4-year public 4-year private 2-year public 




1 


$718 


$1,991 


$359 




2 


675 


1,691 


345 




3 


651 


1,594 


314 




4 


522 


1,293 


252 
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For example, private 4-year schools in the quartile with the largest 
enrollments (quartile 1) had an average 1990-91 tuition of $11,327, 
compared with $6,925 for schools in the quartile with the smallest 
enrollments. Although tuition rose by about the same percentage in both 
quartiles, tuition increased by $1,991 for the largest schools compared with 
$1,293 for the smallest schools. Appendix II provides more detailed 
information. 



Tuition Increases and 
Certain Financial 
Factors Are Related 



The size of a school’s tuition increase is associated with certain aspects of 
the school’s financial situation, our analysis found. To determine what 
factors might help account for variations in tuition increases, we 
conducted a statistical analysis using multiple regression techniques. 
Multiple regression is a method for determining the existence and strength 
of associations between one variable — in this case, the amount of the 
tuition increase — and various other factors. These methods did not 
identify the causes of tuition increases; they identify variables related to 
larger or smaller tuition increases. It is particularly difficult to identify 
factors causing variation in tuition increases because schools’ decisions to 
increase tuition and to increase expenditures are likely to be 
interdependent. For example, one study pointed out that schools with 
larger tuition increases may increase spending more because they have 
more income and because they may need to increase instructional 
expenditures more to maintain adequate enrollment. 7 In addition, the 
study reported that it is likely that schools’ decisions to increase tuition 
and increase institutional financial aid may be interdependent, and it also 
suggested that larger increases in tuition could lead to larger increases in 
institutional financial aid, both because a school had more income and 
because it desired to maintain a diverse student body. 



We examined a judgmentally selected set of 15 factors derived from 
information the Department of Education obtains annually in surveys of 
all postsecondary institutions eligible for federal education programs. This 
information includes a variety of financial trends (such as increases in 
instructional costs or school endowments) as well as other institutional 
characteristics (such as the ratio of in-state tuition to average tuition 
receipts per student). We focused this analysis on tuition (and required 
fees) for in-state full-year, full-time undergraduate students at 4-year 
public and private schools over the period covering school years 1989-90 
and 1994-95 (the latest years for which information was available). We 



7 M.S. McPherson and M.O. Schapiro, Keeping College Affordable: Government and Educational 
Opportunity (Washington D.C.: Brookings Institution, 1991). 
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